KEEGAN, WERLIN & PABIAN, LLP

ATTORNEYS AT LAW
2 1| CUSTOM HOUSE STREET
BOSTON, MASSACHUSETTS 02 | | 0-3525 TELECOPIERS:
B17y951- 1354

(&17)9851-1400 B617)951- 0586

September 24, 2003

Mary L. Cottrell, Secretary

Department of Telecommunications and Energy
One South Station

Boston, MA 02110

Re:  Boston Edison Company d/b/a NSTAR Electric, D.T.E. 02-80A, Responses to
Information Requests

Dear Secretary Cottrell:

Enclosed for filing in the above-referenced matter are the responses of Boston
Edison Company d/b/a NSTAR Electric to the Information Requests set forth on the
accompanying list.

Thank you for your attention to this matter.

Sincerely, _
Lo W Ll [1.
Robert N. Werlin

Enclosures

cc: William Stevens, Hearing Officer
Service List
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Responses to Information Requests

Information Request DTE-6-1
Information Request DTE-6-2
Information Request DTE-6-3



Boston Edison Company

Department of Telecommunications and Energy
D.T.E. 02-80A

Information Request: DTE-6-1

September 24, 2003

Person Responsible: Joseph F. Lanzel/Counsel
Page 1 of 2

Information Request DTE-6-1

Referring to Exh. BEC-JFL-1 (Settlement) at 1, please calculate what the
transition charge for the year 2002 would have been if the Company had used a
value of $43,935,000 for the “Prior Year Deferral” (i.e., 2001) ($43,935,000 is the
2001 under-collection included in Exh. DTE-2-3 in Boston Edison Company,
D.T.E. 01-78 (Phase II) (attached)).

Response

The Company objects to this question on the grounds that requests information
that is irrelevant and immaterial because calculating the transition charge for 2002
using the using Exhibit DTE-2-3 in D.T.E. 01-78 (Phase II) (which is based on
the calculation set forth in Exhibit DTE-2-2 in D.T.E. 01-78) is legally
~ inconsistent with the settlement with the Division of Energy Resources in Boston
Edison Company, D.T.E. 98-111-A (as well as the settlement amounts included in
the settlement exhibits approved in D.T.E. 01-78 (Phase II)). Use of the
information requested in this question for purposes of computing subsequent
year’s reconciliation amounts would violate the settlement in D.T.E. 98-111-A:

because it would conflict with the Department’s order that
approved a Settlement Agreement between the Company and the
Division of Energy Resources in D.T.E. 98-111. Boston Edison
Company, D.T.E.98-111-A (2000). As described by the
Department in its order approving the Settlement Agreement, the
express provisions of Sections 2.5 and 2.6 of the Settlement
Agreement require that the Company establish a settlement price
that attempts to ensure that there is neither a deferral nor surplus in
the reconciliation of Standard Offer costs and revenues, Id., at 5,
.12, Thus, the intent of the Settlement Agreement is to establish
the transfer price for PPA’s in such a way as to ensure a $0
Standard Offer deferral. To accomplish this requirement, the
Company uses an iterative process to determine the Settlement
Price. See response to Information Request DTE-2-1. Using the
value proposed in this information request would violate both the
letter and spirit of the Department-approved  Settlement
Agreement.

Exhibit DTE-2-2 (D.T.E. 01-78 (Phase IT)).



Boston Edison Company

Department of Telecommunications and Energy
D.T.E. 02-80A

Information Request: DTE-6-1

September 24, 2003

Person Responsible: Joseph F. Lanzel/Counsel
Page 2 of 2

Also, as explained in more detail in the Response to Information Request DTE-6-
2 the Company explained (in the Response to Information Request DTE-4-6), that
the mitigation incentive as calculated in accordance with the settlements, actually
understates the size of the incentive payments because the resulting market prices
used as transfer prices are well below the actual market prices for power as
evidenced by the Company’s competitively procured Default Service power.

Notwithstanding this objection, Boston Edison has prepared the requested
calculation. However, it should be noted that it is not possible to reconstruct
precisely what the transition charge would have been in 2002 and 2003 because
the 15 percent limitation and the magnitude of other rate elements would have had
to have been considered. For purposes of this response, the Company has carried
forward the under-recovery to 2004 and assumed that it could collect the full
amount thereafter. In addition, the Company applied a consistent assumption
about the transfer price, i.e., limited the maximum transfer price to the base and
(non-SOSFA) supplemental amounts. Over time, therefore, the same level of
transition cost recovery occurs and the total incentive payments are the same. The
inter-relationship between the calculation in Exhibit BEC-JFL-1 and other linked
exhibits has required the Company to prepare and file those other supporting
exhibits. It would be inaccurate to adjust the amounts in Exhibit BEC-JFL-1
without making corresponding adjustments in other exhibits because the changes
underlying the $43,935,000 amount in the question are based on a change in the
transfer price for NUG purchases as set forth in Exhibit DTE-2-2 in D.T.E. 01-78,
which would require a change in the schedules relating to the reconciliation of the
costs and revenues for Standard Offer Service (Exhibit BEC-RAP-1 and Exhibit
BEC-RAP-2) and wholesale costs (Exhibit BEC-JFL-2).

Accordingly, the following exhibits are provided as attachments: (1) Attachment
DTE-6-1(a) is Exhibit BEC-JFL-1; (2) Attachment DTE-6-1(b) is Exhibit BEC-
JFL-2; (3) Attachment DTE-6-1(c) is Exhibit BEC-RAP-1; and (4) Attachment
DTE-6-1(d) is Exhibit BEC-RAP-2.
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D.T.E. 02-80A
Attachment DTE-6-1(b)

« Page1of9
Boston Edison Company
Revenue Credits & Damages, Costs, or Net Recoveries from Claims
$ in Millions
Payment in Wholesale
Lieu of Claims and Sales of Revenue  Securitization
Year Property Tax Recoveries Property Credit True-Up Other Total
Col A Col B Col C Col D ColE Col F Col G
2002 9.287 (2.907) - 1.789 (5.224
2003 10.140 (2.321) (7.272) 1.000 -
2004 10.140 - - 34.656 -
2005 9.750 - - 33.364 -
2006 8.970 - - 35.400 -
2007 4.680 - - -
2008 0.780 - - -
2009 0.780 - - -
2010 0.780 - - -
2011 0.780 - - -
2012 0.390 - - -
Notes: Col A per Page 2

Col B per Page 3

Col C per Page 4

Col D per Page 5

Col E per Page 6

Col F = - Page 7 - Page 8 - Page 9
Col G = Sum of Columns A thru F

DTE-06-01 Att (b) (9-22-03).xls

09/24/20033:46 PM



D.T.E. 02-80A

AttachmenthTE-6-1 (b)

Page 2 of 9
Boston Edison Company
Payments in Lieu of Property Taxes
$ in Millions
Actual/Required Entergy Contract
Payment Direct Net BECo Customer
Year to Town Payments Payments Share Net
Col A Col B Col C Col D Col E
2002 11.906 11.906 (2.619) 9.287
2003 13.000 13.000 (2.860) 10.140
2004 13.000 13.000 (2.860) 10.140
2005 12.500 12.500 (2.750) 9.750
2006 11.500 11.500 (2.530) 8.970
2007 6.000 6.000 (1.320) 4.680
2008 1.000 1.000 (0.220) 0.780
2009 1.000 1.000 (0.220) 0.780
2010 1.000 1.000 (0.220) 0.780
2011 1.000 1.000 (0.220) 0.780
2012 0.500 0.500 (0.110) 0.390
Notes: Col A Actual property tax payment for 2002, future years per tax
agreement with Town of Plymouth Approved in D.T.E. 98-54
Col B = Actual Payments received from Entergy, if any
Col C=Col 1 minus Col 2
Col D =22% of Col 1
Col E = Sum of Col 3 and Col 4
DTE-06-01 Att (b) (9-22-03).xIs 09/24/20033:46 PM



D.T.E. 02-80A
Attachment DTE-6-1(b)

« Page 3 of9
Boston Edison Company
Claims and Recoveries
$ in Millions
2002 2003
Line NEIL Insurance Credit Refund:

1 Entergy NEIL Credit for Pilgrim $(4.263) $(3.500)

2 Percentage paid to BECo per Pilgrim P & S 85% 85%

3 BECo Share of Pilgrim NEIL Credit to be received by 12/31  $(3.624) $(2.975)

4 Less 22 % Contract Customer Share 0.797 0.655

5 Net NEIL Refund Applicable to Retail Sales $(2.827) $(2.321)
6 Maxey Flats LLC Expenses:

7 2001 Maxey Flats Payment , $ 0.054

8 2002 Maxey Flats Payment 0.043

9 Less: Payment received from American Ecology (0.200)

10 Net Maxey Flats Payments $(0.104)

11 Less 22 % Contract Purchaser Share 0.023

12 Net Maxey Flats Expense Applicable to Retail Sales $(0.081)

Total Pilgrim Adjustments ) $ (2.907) $(2.321)

13 ‘

DTE-06-01 At (b) (9-22-03).xIs

09/24/20033:46 PM



D.T.E. 02-80A
Attachment DTE-6-1(b)

“Page 4 of 9
Boston Edison Company
Property Sales (estimated)
$ in Millions
Sale Book Sale Transaction  Gain/
Description Date Value Proceeds Costs (Loss)
LaGrange Street ' $ 0828 $ 8100 $ - % 7272
{ Total Gain on Properties Sold $ 72721

DTE-06-01 Att (b) (9-22-03).xls

09/24/20033:46 PM



D.TE. 02-80A
Attachm@nt DTE-6-1(b)

« Page5of9
Boston Edison Company
‘Wholesale Revenue Credit
$ in Millions

Line  Description 2002 2003 2004 2005 2006

1 Total Wholesale Revenue $ 56578 $ 18736 $ 11.737 $ 7872 §$ -

2 Less: Wholesale Supply Cost 10.993 5.836 -

3 Demand Credit in Retail Distribution Rates 35.400 35.400 35.400 35.400 35.400

4 Net Wholesale Revenue Transition Cost 34656 § 33364 $ 35.400

Notes: Line 1 2002 Revenues actual; 2003 thru 2006 per Company estimate
Line 2 2002 per BEC-RAP-1 (Settlement) P.2 line 11; 2003 per BEC-RAP-2 (Settlement) P.2 line 11; 04 thru 06 est
Line 3 is $35.4 million annually.
Line 4 =(Line 2+ Line 3) - Line 1

DTE-06-01 Att (b) (9-22-03).xis 09/24/20033:46 PM



Year

2002
2003

Col. A
Col.B
Col.C
Col.D
Col.E
Col.F
Col. G
Col. H

Col. 1
Col.J
Col. X

D.T.E. 02-80A
Attacl}ment DTE—6—1(b)

Page 6 of 9
%
Boston Edison Company
Securitization True-Up
$ in Millions
Less: Gross-Up of
Ending Beginning Securitization Securitization 100%
Securitization ~ RRB RRB Less: Securitization Collections = Collections Recoverable Fixed

Account Principal  Interest  Interest  Admin Account netof  Charge-offs @ Securitization Component Securitization
Balance Payments Payments Eamed Fees Balance  Charge-offs 0.48% Collections  Collections _ True-Up
Col. A Col. B Col.C Col.D Col. E Col. F Col. G Col. H Col. 1 Col.J Col. X

$ 37235 $ 70226 § 38468 $ (0.302) $ 0912 $ (39.131) $ 107408 §$ 0.518 $ 107.926 $ 106.138 § 1.789
$ 1.000

per December 2002 Bank of New York monthly statement

Total of actual RRB principal payments made on March 15 and September 15

Total of actual RRB interest payments made on March 15 and September 15

2002 actual interest earned

Annual Ongoing Transaction Costs per Issuance Advice Letter dated July 28, 1999, Attachment 2
- Prior Year actual ending balance

Sum of Col A thru F

(Col. G/(1-.0048)) - Col. G

Charge-off rate of 0.48% per page 2 part () of the Company's third annual Routine True-Up Letter dated March 15,2002
Col G+ ColH

Exhibit BEC-JFL-1 (Supp) Page 3

2002, Col I - Col J; 2003 is an estimate

DTE-06-01 Att (b) (9-22-03).xIs 09/24/20033:46 PM



D.T.E. 02-80A
Attach‘rpent DTE-6-1(b)
Page 7 of 9

DPU/DTE 97-95
BECo. Compliance w/ DPU 93-37 Order
Carrying Charge Adjustment due to BETG Over-Investment

$ in Millions
Carrying Charge @
Over-Investment effective rate of
Over-Investment Balance 9.98970%
Carrying Charge including to yield
Line Month/Year Factor Carrying Charge * 10.46% return
Col. A Col. B Col.C Col. D
Col. B Line (n-1) * (1 +(9.98970%/ 12)) Col.B*Col CLine0 | Col CLinen-Col CLine0
Dec-97 1.00000 § 3.937
1 Jan-98 1.00832 39701 $ ©0.033
2 Feb-98 1.01672 4.003 0.066
3 Mar-98 1.02518 4.036 0.099
4 Apr-98 ‘ 1.03372 4.070 0.133
5 May-98 1.04232 4.103 0.167
6 Jun-98 1.05100 4.138 0.201
7 Jul-98 1.05975 4.172 0.235
8 Aug-98 1.06857 4.207 0.270
9 Sep-98 1.07747 4.242 0.305
10 Oct-98 1.08644 4277 0.340
11 Nov-98 1.09548 4313 0.376
12 Dec-98 1.10460 4.349 0.412
13 Jan-99 1.11380 4.385 0.448
14 Feb-99 1.12307 4421 0.485
15 Mar-99 1.13242 4.458 0.521
16 Apr-99 1.14184 4.495 0.558
17 May-99 1.15135 4.533 0.596
18 Jun-99 1.16093 4.570 0.634
19 Jul-99 1.17060 4.609 0.672
20 Aug-99 1.18034 4.647 0.710
21 Sep-99 1.19017 4.686 0.749
22 Oct-99 1.20008 4.725 0.788
23 Nov-99 1.21007 4.764 0.827
24 Dec-99 1.22014 4.804 0.867
25 Jan-00 1:23030 4.844 0.907
26 Feb-00 1.24054 4.884 0.947
27 Mar-00 1.25087 4.925 0.988
28 Apr-00 1.26128 4.966 1.029
29 May-00 127178 5.007 1.070
30 Jun-00 1.28237 5.049 1.112
31 Jul-00 1.29304 5.091 1.154
32 Aug-00 1.30381 5133 1.196
33 Sep-00 1.31466 5.176 1.239
34 Oct-00 1.32561 5.219 1.282
35 Nov-00 1.33664 5.262 1.325
36 Dec-00 ] 1.34777 5.306 1.369
37 Jan-01 1.35899 5.350 1413
38 Feb-01 1.37030 5.395 1.458
39 Mar-01 1.38171 5.440 1.503
40 Apr-01 1.39321 5.485 1.548
41 May-01 1.40481 5.531 1.5%4
42 Jun-01 141650 5.577 1.640
43 Jul-01 1.42830 5.623 1.686
44 Aug-01 1.44019 5.670 1.733
45 Sep-01 1.45218 5717 1.780
46 Oct-01 1.46426 5.765 1.828
. 47 Nov-01 1.47645 5.813 1.876
48 Dec-01 1.48756 5.856 1.919
3.99452  years (12/31/97 to 12/28/01)  Yields a return of 10.45299%

DTE-06-01 Att (b) (9-22-03).xis 09/24/20033:46 PM



Boston Edison Company
Everett Property Tax Credit

D.T.E. 02-80A

Attachment DTE-6-1(b)

$ in Millions
Line Description Amount
1 Total of Property Tax Payment to BECo.  $ 9.250
2 Less: Legal Costs (1.994)
3 Net Everett Property Tax Credit to Retail ~ § 7.256
Notes: Line 1 per Agreement

DTE-06-01 Att (b) (9-22-03).xs

Line 2 Legal costs incurred
Line 3 =Line 1 + Line 2

Page 8 of 9

09/24/20033:46 PM



D.T.E. 02-80A
Attachment f_DTE-6-1 (b)

Page 9 of 9
Boston Edison Company
Service Quality Index Refund True-up
$ in Millions
Line Description Amount
1 Total SQI Refund due to Customers $ 3.207
2 Less: Actual SQI Refund to Customers (3.159)
3 Remaining SQI Refund due to Customers  $ 0.048
Notes: Line 1 refund amount per D.T.E. 01-71A order
Line 2 actual amount refunded
Line 3 = Line 1 + Line 2
DTE-06-01 Att (b) (9-22-03).xIs 09/24/20033:46 PM
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Boston Edison Company

Department of Telecommunications and Energy
D.T.E. 02-80A

Information Request: DTE-6-2

September 24, 2003

Person Responsible: Joseph F. Lanzel/Counsel
Page 1 of 3

Information Request DTE-6-2

Referring to Exh. BEC-JFL-1 (Settlement), at 5, please recalculate, for the year
2002, columns B, C, D, and E, using the transition charge calculated in
Information Request DTE-6-01.

Response

See Attachment DTE-6-1(a), page 5. See also Response to Information Request
DTE-6-1.

It would be inappropriate for the Department to require the calculation of the
mitigation incentive in accordance with Attachment DTE-6-1(a), page 5 for a
number of reasons. First, it would be inconsistent with the provisions of the terms
of several settlements already approved by the Department. The Restructuring
Settlement in D.P.U/D.T.E. 96-23 established the means by which incentive
bonuses are to be determined and the calculations set forth in Exhibit BEC-JFL-1
(Settlement), at 5 comply with those requirements. The formula essentially
determines the incentive payments based on reductions in the magnitude of the
transition charge which occurs through the mitigation of stranded costs.! It would
also be inconsistent with the terms of the approved settlement with the Division of
Energy Resources in Boston Edison Company, D.T.E. 98-111-A, which dealt
with the manner by which the transfer price is to be established, and the
settlement amounts included in the settlement exhibits approved in D.T.E. 01-78
(Phase IT). See Response to Information Request DTE-6-1.

The calculation of the transfer price, which underlies this request, also cannot be
viewed in isolation since changing the transfer price would have significant

The Company is mindful that it does make an adjustment in the calculation of the incentive
payments to reverse the impact of the repayment of carrying charges associated with the BETG
investment, as ordered by the Department in D.P.U/D.T.E. 97-95. Boston Edison Company,
D.P.U/D.T.E. 97-95, at 94-95 (2001). In that case, the Department ordered the repayment of the
BETG-related amounts through the transition charge mechanism. However, this adjustment had
nothing to do with the normal restructuring mitigation and, presumably was to be repaid through
the transition charge only because it was a ready vehicle to ensure payment to all customers. In
such a circumstance, the Department reasonably required the Company to exclude the impact of
the BETG repayment on the mitigation incentive, since the repayment was unrelated to
restructuring activities. The treatment of the BETG payment provides no precedent for dealing
with the calculations of requested in the information request because the costs at issue are part of
the normal calculation of the transition charge as set forth in the Restructuring Settlement and
subsequent reconciliation settlements.




Boston Edison Company

Department of Telecommunications and Energy
D.T.E. 02-80A

Information Request: DTE-6-2

September 24, 2003

Person Responsible: Joseph F. Lanzel/Counsel
Page 2 of 3

impact on the timing of the recovery of transition costs and the recovery of costs
associated with Standard Offer Service. As indicated in the attachments to the
response to Information Request DTE-6-1, the recovery of transition charges
would be delayed (resulting in an under-recovery of costs) and the recovery of
costs associated with Standard Offer Service would be accelerated (resulting in an
over-recovery of costs). The different carrying charges for the two types of costs
leads to a significant increase in the total costs paid by customers under the
scenario proposed in Information Requests DTE-6-1 and DTE-6-2. The total
increase to customers is nearly $14 million. See comparison of costs set forth in
Attachment DTE-6-2. The Department cannot adjust one element of the
calculation without adjusting all of the calculations, which would negatively
affect customers.

Finally, in the Response to Information Request DTE-4-6, the Company
explained why the calculation of the mitigation incentive as set forth in the
settlements referenced above, understates the size of the incentive payments. If
the Department were to reopen the issue of establishing an appropriate market
price for NUG contracts, which it should not, the likely impact would be an
increase in the level of payments. As explained in the Response to Information
Request DTE-4-6:

The Company’s approved Restructuring Settlement Agreement,
D.P.U. 96-23, provides for both Access Charge Mitigation
Incentive and a Fuel Adjustment. The Restructuring Settlement
Agreement does not require an adjustment in the Mitigation
Incentive calculation when the Fuel Adjustment is in effect.

Nevertheless, a comparison of the transfer price of the NUGs
compared to the market price proxy of the Default Service price
indicates that the NUGs are transferred well below market price.
This means that if the transfer price were set at the market price
based on Default Service procurements, the incentive mitigation
would be higher than it is when establishing the transfer price in
accordance with the DOER settlement approved by the Department
in Boston Edison Company, D.T.E.98-111-A by reflecting
Standard Offer Service revenues (including the SOSFA).

The comparison is as follows (units are in cents per kilowatt hour):



Boston Edison Company

Department of Telecommunications and Energy
D.T.E. 02-80A

Information Request: DTE-6-2

September 24, 2003

Person Responsible: Joseph F. Lanzel/Counsel

Page 3 of 3
NUG Transfer Price Default Service [Difference
1999 3.100 3.505 0.405
2000 3.400 5.620 2.220
2001 6.133 7.520 1.387
2002 4.772 5.502 0.730
2003 4.004 forecast 4.829 forecast 0.825]

Response to Information Request DTE-4-6.



Nd 91:€£002/v2/60

98jeWiise S| 1saI8Ul $00Z (q)
g-g-3Lavewyoeny g/-1.0 'F'L'q 4ed ysaeiul 100z (&)

€624 (zsga'g) Ll

052°0 (q) (0sL°0) -

Gep'L (zos't) (£90°0)

gs0'e (9ppe) (16€°0)

£80'C (e) ovi'o 6612
CEIENETG] ZN-9-31a-41 juswanies

uoijiw $) 3sasjuf JeyQ prepues

| JO | ebed
2-9-31Q wswyoepy
v08-20'3'L'A

1ejol,
6002
8002
002
2002
Gooe
$002
€00C
<00e
1002

(Lz8°€1)
(¥2412) £0L'EL (1209)
(L6¥'P) Y¥8'Y L0
(884'8) 6.6'C (60S'p)
(6£L°'8) 08t (656°¢)
8JUBISHIG  Z1-9-31a-d1  juswIjeg

uojjjiw §) 3sateju} uon|sue

Joedw Jawoysng jo sishjeuy
Auedwo) uosipg uojsog

feloL
6002
8002
2002
9002
§00C
y002
€002
200e
1002

SIXWYV 20-90-31d

oW L8 L$- = €62'L$ + ¥TL LTS - 095°08)

40 95I0M UOTTW [ 81§ 308dW] 18WI0I3N 7 18N

095'0 SYE0E $06'0¢€
(£01°0) ¥48°C 1942
(ce8°0) £59'p 0z8'€
(+08'0) £86°G 81'S
(012°0) £E9'Y £h'y
{r1z°0) 182 £10°6

82,2 GL6'9 £b9'6

3duaslid  Z/1-9-31a-dl Juswoiag

uojfjiw $) aApuadu) vopeBBIN

1ejol
6002
8002
£002
2002
$002
¥002
€00¢
2002
1002



Boston Edison Company

Department of Telecommunications and Energy
D.T.E. 02-80A

Information Request: DTE-6-3

September 24, 2003

Person Responsible: Joseph F. Lanzel

Page 1 of 3

Information Reaquest DTE-6-3

Reference Article 2.2 of the Settlement Agreement. The Company states that,
“the Default Service deferral set forth on Exhibit BEC-RAP-1 (Settlement) pages
1 and 3, is reduced by $368,728 to incorporate the net cost impact relating to the
class-action suit . . . involving whether certain customers should have been
receiving Standard Offer Service rather than Default Service.” The Company
further states that, “the adjustment to the 2002 Default Service Deferral Balance is
the full unmitigated cost plus carrying charges borne by Default Service
customers resulting from reclassification of customers who were categorized
inappropriately as Default Service customers.”

Response

(2) Please provide all supporting calculations, schedules and work papers that
indicate how the amount of $368,728 was derived.

(b) Provide the total number of Boston Edison customers that were
reclassified from Default Service to Standard Offer Service. Provide the
total revenue refunded to reclassified customers in 2002.

(¢) Provide the total revenue refunded to reclassified customers in 2003 to
date.

(@) The net cost impact relating to the class action on behalf of customers who

should have been receiving Standard Offer Service rather than Default
Service was $344,924 plus carrying charges of $23,804. It should be noted
that the remedies implemented by the Company ensured that customer bills
were properly adjusted and that the revenue changes flowed through to the
revenue figures included in the reconciliation schedules filed with the
Department. In addition, there was a potential difference in the costs
incurred by the Company in serving customers because of differing supply
contracts associated with procuring electricity for Default Service and
Standard Offer Service. However, as described below, much of the
differences was corrected through the normal ISO reconciliation process so
that the total costs included in the schedules are as they would have been if
the customers were on the correct rate throughout. In some instances, the
cost differences were not corrected and the $344,924 represents all of the
increased costs associated with customers being misclassified.

A description of the calculations for the cost and carrying charges follows
and is shown in Attachment DTE-6-3(a)(1) and Attachment DTE-6-3(a)(2),
respectively. :
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Attachment DTE-6-3(a)(1)

NSTAR Electric cancelled and re-billed customers beginning in October
2001 and continued through December 2001. Based on the class action suit
the number of customers, the net KWH transferred, and the net dollar impact
is shown in Section 1. Note that column 12 identifies the net KWH re-billed
equals 131 GWH.

NSTAR Electric knows that all its distribution companies were affected and
Boston Edison had the largest number of customers affected. It was assumed
that the disposition of re-billed KWH followed the 2001 monthly trend.
NSTAR Electric used the 2001 monthly KWH reports provided to DOER to
allocate the re-billed KWH as shown in Section 3.

Section 4 summarizes the allocation of load by month.

Section 5 sums the allocation results from Section 4 and applies the class
percentage splits per Section 2.

Section 6 adjusts sales from Section 5 by losses to determine the monthly
customer class loads.

During 2001, NSTAR Electric’s normal load reconciliation process with the
ISO allowed the post-July 2001 load transfers between Standard Offer and
Default Service to be reflected. The impact of this is that post-July 2001
transfers and the associated cost differences have already been reflected.

Section 7 reflects the Company’s preliminary adjustments for the January
through May period, the period prior to the Company filing final reconciled
loads with the ISO.

Section 8 reflects the sum of the class loads plus the preliminary adjustments.
Section 9 reflects the results of the Company’ s examination of Standard
Offer hourly load records for January though July 2001 to détermine the
percentage of load that occurred in the peak and off-peak periods.

Section 10 summarizes incremental Standard Offer energy cost. Standard
Offer load was allocated between the peak and the off-peak period. The
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Standard Offer peak period supply price was assumed to be the actual
monthly average strip prices, the Standard Offer off-peak period supply price
was assumed to be the monthly average off-peak hourly ISO clearing price.

Section 11 identifies the Default Service supply price per the effective
contracts and incremental DS cost.

Section 12, identifies for NSTAR Electric, as well as each distribution
company, the net impact to expenses. Boston Edison’s $344,924 cost impact
appears on line 174.

Attachment DTE-6-3(a)(2)

Attachment DTE-6-3(a)(2) computes interest at the appropriate rate for
Default Service deferrals from July 2001 through December 2002. The total
interest is approximately $23,804.

The reclassification of customers resulting from the class-action suit was
completed in 2001.

The reclassification of customers resulting from the class-action suit was
completed in 2001.
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